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AUDIT 

DEFINED  AND  EXPLAINED. 


It  would  be  difficult  to  exaggerate  the  commercial  import- 
ance of  the  subject  of  these  pages ; it  would  be  very  diffi- 
cult to  exaggerate  the  disastrous  effects  of  the  prevailing 
ignorance  of  its  scope  and  functions.  Referring  more 
particularly  to  joint-stock  partnerships,  a very  lax  morality 
will  be  found  to  co-exist  with  high  technical  ability ; this 
ability  will  be  accompanied  with  close  application  and 
untiring  industry,  and  perfect  confidence  that  every  avail- 
able source  of  profit  to  the  establishment  will  be  deve- 
loped to  its  utmost  limit,  may  be  reasonably  entertained; 
but  this  alone  is  essentially  insufficient : while  the  'present 
honesty  of  the  administrators  is  (as  it  invariably  is)  inca- 
pable of  proof,  there  can  be  no  seeurity  that  the  share- 
holders will  participate  in  the  suceess  attained,  except  in 
the  simple  but  complete  protection  of  an  efficient  system 
of  Audit.  jSieither  antecedent  integrity,  nor  the  application 
of  the  most  stringent  and  severe  penal  eonsequenees  to 
fraudulent  breaehes  of  trust,  can  be  fairly  regarded  as 
possessing  much  value  Those  best  accredited  by  their 
names  are,  too  frequently,  the  most  accomplished  thieves ; 
and  instances  in  proof  of  fearlessness  of  consequences  are 
so  recent  that  the  demonstration  of  that  truth  is  painfully 
easy  of  access.  The  fate  of  Paul,  Bates,  and  poor  Strahan, 
and  the  suicide  of  a Sadleir  were,  not  unlikely,  topics  of 
conversation — certainly  of  information,  amongst  the  noto- 
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rious  body  of  772a/-admiiiistrators  of  a recently  defunct 
institi  tion,  while  perpetrating  not  very  dissindlar  offences  ; 
but  such  little  matters  of  history  and  unquestionable  fact, 
did  n(  t confound  them,  nor  prevent  the  unhappy  consum- 
matio  1 of  even  one  more  proof  of  the  “ fearlessness  of 
consec  uences.’”  And  if  we  concede  to  the  Attorney- 
Genei  ahs  present  efforts,  the  merit  of  successful  applica- 
cation  in  case  of  need — and  there  are  those  who  deny 
them  :his  power — we  shall,  perhaps,  most  correctly  gauge 
their  ’ '^alue  by  withholding  all  confidence  in  their  efficacy. 
The  game  of  hazard  will  still  be  played,  not  by  the  adven- 
turer md  the  needy  alone,  but  by  the  man  of  wealth  also ; 
for  h(  would  multiply  what  he  has ; honestly,  if  he  can, 
and,  i ’ not — why  multiply ; so  true  is  it  that  the  power  of 
wealtl . is  madness,  and  that  madness  does  not  commonly 
harass  itself  with  consequences. 

Tho  principles  of  Audit,  however,  are  chiefly  charac- 
terizei  by  that  invaluable  feature  which  wx  seek  for  else- 
where in  vain  ; they  are  eminently  preventive,  because  the 
detect  ion  of  irregularities  is,  by  their  means,  certain  and 
prom]»t : and  this  is  much  more  consolatory  than  the  most 
ample  means  of  punishment,  wdiich,  although  we  inno- 
cently credit  them  wdth  the  same  attribute,  do  not,  as  we 
have  seen,  possess  it  in  any  remarkable  degree.  But  Audit 
does  iLot  rely  for  justification  of  its  value  and  sufficiency 
upon  this  recommendation  alone  ; its  princi])les  have  other 
and  \ ery  conspicuous  merits : they  penetrate  and  probe 
the  se  crets  of  every  trade  in  such  manner  as  to  be  of  vital 
conse  juence  to  the  management,  if  judiciously  applied, 
strengthening  the  weak-handed,  and  assuring  the  strong. 
The  iull  adoption  of  its  aid  will  maintain  our  capital 
intact  and  productive  ; or,  in  the  unfortunate  contingency 
of  los: ; in  working,  will  point  out  to  us,  unerringly,  wherein 
that  occurs,  and  deliver  us  at  the  proper  moment  from 
contii  .uance  in  such  course,  if  persistance  therein  w ould 
inevitibly  result  in  our  ruin.  In  one  word — and  w e can 
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say  this  only  of  Audit — its  principles,  if  ably  practised, 
secure  to  us  our  own. 

Would  it  then  be  easy  to  exaggerate  its  commercial  im- 
portance, or  the  disastrous  effects  of  ignorance  or  miscon- 
ception of  its  aim,  object,  and  method?  Unquestionably 
its  range  and  utility  are  such,  that  it  would  not ; and  yet, 
comparatively  speaking,  it  occupies  a very  subordinate  posi- 
tion in  the  regards  of  those  most  directly  and  intimately 
interested  in  its  successful  application. 

It  may  be  a bold'  effort  to  attempt  to  enforce  the 
science  theoretically,  when  frequently  recurring  practical 
misfortune  has  apparently  failed  to  impress  such  a sense 
of  its  need  as  to  induce  definite  exertion  on  its  behalf;  but 
as  the  cause  of  this  inaction  is  probably  ignorance,  we  will 
assume  the  office  of  tutor  notwithstanding.  And  if  we  pre- 
sently lay  claim  to  precedence  of  rank  and  honour  over 
Hobbs,  Chubbs,  and  that  ilk,  it  will  be  upon  the  admission, 
vvdiich  w'e  hope  to  extort,  that  better  than  locks,  bolts,  or 
bars,  material  or  legislative,  is  the  knowledge  to  all  whom 
it  may  concern,^^  conveyed  by  the  following  definition  and 
explanation  of  audit. 


We  have  it  in  view,  then,  firstly  to 

DEFINE  AUDIT, 

and  wdll  do  so  comprehensively  under  five  heads,  thus; — 
It  requires  to  see — 

Firstly,  That  all  monies  which  should  be  received  are 
received,  or  the  obligation  to  pay  admitted,  and  in 
such  case  that  proper  security  for  payment  exists. 

Secondly,  That  all  monies  wdiich  are  received  are 
properly  carried  to  account,  both  as  regards  persons 
and  things. 

Thirdly,  That  all  monies  which  have  been  paid,  should 
have  been  paid,  and  are  legally  acknowledged. 
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Fourthly,  That  such  payments  are  properly  carried  to 
account,  and, 

Fifthly  and  Lastly,  That  the  results  exhibited  in  the 
Balance  sheet  conform  to  the  facts  thus  established. 


e have  it  in  view,  secondly,  to 

EXPLAIN  AUDIT, 

and  in  doing  so,  shall  be  led  to  amplify  the  immediately 
prec(  ding  Definition,  purposely  rendered  terse  and  general ; 
and  thereby,  it  is  believed,  supply  such  reasons  for  close, 
undeviating  adherence  to  its  terms,  as  shall  best  recom- 
men([  their  entire  adoption,  irrespective  of  all  opposing 
cons  derations  of  time  and  expense. 

Tt  e Definition  which  has  been  given,  although  brief,  is, 
in  et'ect,  much  more  copious  than  the  generally  accepted 
obligations  of  audit;  it  is  so  copious,  that  it  would  not 
be  possible  for  any  transactions  of  joint-stock  companies 
to  e .'ade  its  provisions ; but  as  that  possibility  would  be 
at  OQce  established  if  any  portion  is  rc.dinquished,  we 
musi  admit  the  whole  to  be  needful.  The  Definition, 
too,  is  of  universal  application,  greatly  as  its  means  of 
exercise  may  vary.  These  means  must  be,  in  part  at  least, 
adapzed  to  the  specialties  of  the  business  under  examina- 
tion, and  to  detail  them,  with  such  exclusive  reference, 
would  interfere  with  the  purpose  of  these  observations  : 
but  unless  the  receipt  of  money  is  not  involved — in  force 
of  which  circumstance  the  prosecution  of  that  business 
would  doubtless  fall  into  disrepute — or  unless  the  payment 
of  n oney  can  be  avoided,  in  which  case  the  friendly  aid 
of  ai  dit  is  altogether  needless;  then,  on  the  one  hand,  this 
defiu  ition  is  universally  applicable,  and  on  the  other  uni- 
verselly  essential. 

"W  e are  met  at  the  very  threshhold  with  something 
nove  to  an  auditor — or,  to  speak  advisedly,  to  the  gene- 
rality of  that  ornamental  class  of  public  officers.  He  is 


now^  urged  to  see  “ That  all  monies  which  should  be  re- 
ceived are  received.^’  Commonly,  we  are  supposed  to  be 
enjoying  the  succour  of  an  efficient  audit,  if  vouchers  for 
the  payment  of  money  are  produced;  and  it  is  not  every 
undertaking  that  can  boast  of  vigilance  equal  to  that,  but 
rarely  indeed  is  it  considered  necessary  to  bring  the  Re- 
ceipts under  revie^v.  Yet  it  will  not  be  disputed  that 
primarily  the  practice  of  audit  is  adopted  in  joint-stock 
companies  with  delegated  managers — and  to  such  we  more 
particularly  apply  these  remarks — to  secure  that  degree  of 
profit  w Inch  w'ould  accrue  to  the  same  business,  conducted 
with  private  funds,  and  for  private  behoof.  This  is,  indeed? 
the  very  essence  of  the  institution,  its  polar  star.  In  such 
case,  if  w^e  w ould  adapt  our  means  to  our  end,  certainly 
the  Receipts  of  a company,  firstly,  must  be  perseveringly, 
closely,  and  with  system  brought  within  the  range  of  an 
auditor’s  criticism. 

The  company  is  constituted  and  conducted  to  earn 
money  in  a certain  way,  by  the  performance  of  certain 
w'ork,  or  the  supply  of  certain  material,  or,  it  may  be, 
accommodation.  It  is  a managerial  function,  to  prescribe 
and  regulate  the  means,  and  to  provide  such  checks  and 
counter-checks  upon  its  working  as  shall  insure  the  fullest 
return  for  services  rendered,  and  permit  the  greatest  deve- 
lopment of  its  capabilities  ; it  is  ih.Q  f unction  of  an  auditor 
to  determine,  on  behalf  of  his  constituents,  the  value, 
sufficiency,  and  completeness  of  such  arrangements,  and 
by  full  personal  appropriation  of  their  design,  to  see  “ That 
all  monies  which  should  be  received  are  received.” 

The  result  is  identical — it  is  almost  puerile  to  say  so, 
but  the  truth  does  not  hold  its  proper  place— whether  we 
pay  too  highly  or  receive  too  slightly ; it  is,  therefore,  as 
necessary  to  supervise  receipts  as  payments.  It  is  too 
certain  that  the  loss  to  which  many  undertakings  are  sub- 
jected, ‘‘  Twixt  the  cup  and  the  lip,”  is  a very  serious 
thing;  and  who  shall  assure  us  against  this?  or,  failing 
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abs<  ilute  assurance,  who  shall  guarantee  to  us  the  adoption 
of  ( very  available  precaution,  if  not  our  auditors  ? 

I:  must  be  also  held  that  a proper  apprehension  of  the 
mej  ning  of  his  duty  in  this  respect  will  induce  an  auditor 
to  carry  his  investigations  in  the  track  of  management  so 
far  as  to  scrutinise  the  very  terms  upon  which  the  business 
is  conducted  : whether  fares,  rates  of  interest  upon  invest- 
mei  ts,  reeeipts  upon  insurance  policies,  sales  of  metal,  or 
whatever  else  be  the  particular  form  of  income.  Opinions 
may,  and  do,  vary  as  to  the  propriety  of  particular  invest- 
mei  ts  of  banking  associations  ; but  all  will  allow  that  if  a 
ban  i will  speculate  in  Welsh  mines  it  is  the  Auditor  who 
should  so  revise  the  terms  and  probabilities  of  profit  as  to 
be  able  to  assure  us  (his  co-proprietors)  that  a wise  thing 
has  been  done,  if  even  he  should  fail,  iu  his  ability,  to 
assi  re  us  that  the  wisest  thing  had  been  effeeted  it  is  the 
aud  .tor  who  should  be  able  to  demonstrate  that  for  the 
serA  ices  we  were  rendering — an  advance  of  money,  our  form 
of  Dusiness — we  should  certainly  be  duly  paid.  Un- 
doubtedly this  would  come  under  his  observation  when 
revi  3wing  payments ; but,  confining  ourselves  to  one  thing 
at  a time  we  are  looking  at  this  point  as  a source  of  receipt, 
and  contending  that  we  herein  need  the  protection  of 
aud:  t. 

A railway  again  has  its  passenger,  parcels,  goods,  cartage, 
and  miscellaneous  business,  for  certain  services  on  which 
accc  unts  it  exacts  certain  payment ; the  auditor  has  such 
receipts  or  transactions  in  the  accounts,  be  fore  him,  and  it 
will  be  his  duty  to  see  that  for  every  service  rendered,  con- 
side  :-ation, /w//  consideration,  is  received.  To  whom  shall 
we  bok  if  not  to  the  auditor  (as  a check  upon,  not  a 
USUI  per  of,  the  functions  of  the  manager)  to  protect  us 
fron.  exceptional  rates,  or  insufficient  precautions?  Yes, 
we  r lay  as  well  be  robbed  by  a double  payment  as  a palpa- 
bly neagre  receipt. 

T lis,  it  may  be  said,  and  it  cannot  be  denied,  will  open 
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up  a wide  field  for  the  honest  auditor.  System,  however, 
will  soon  simplify  aud  abbreviate  j but  whether  it  does  or 
does  not  make  the  laboui-  light,  true  economic  principles 
will  insist  upon  the  adoption  of  the  practice  under  com- 
mendation. Such  considerations  base  every  private  enter- 
prise ; then  let  them  take  the  first  place  in  an  auditor’s 
calling. 

It  is  next  necessary  to  refer  for  a moment  to  current 
aecounts,  where  credit  is  given.  Care  should  be  taken  to 
ascertain,  by  the  independent  inquiry  of  the  auditor,  that 
the  “ obligation  to  pay  is  admitted,”  especially  in  large 
and  extensive  transactions,  that  credit  be  not  taken  wlien 
the  debit  is  denied.  In  the  event  of  dispute,  an  auditor 
should  take  immediate  measures  to  test  the  accuracy  of  the 
claim ; and,  of  course,  not  admit  it  until  the  proof  of  it^ 
justice  is  complete,  and  not  jeopardised  by  anything 
advanced  ^^on  the  other  side.”  The  amount  being  deter- 
mined, it  is  needful  to  consider  whether  due  security  exists 
for  payment  in  the  regularity  of  the  individual’s  previous 
transactions,  or  in  the  guarantee  of  his  friends  with 
tangible  recommendations ; and,  iu  default  of  these,  to 
require  possession  of  positive  eonvertible  security,  of  a 
value  equal  to  fifteen  or  twenty  per  cent,  above  the  nett 
debt. 

In  fine,  if  an  auditor  Avould  see  ^^That  all  monies  which 
should  be  received  are  reeeived,”  he  must  trace  the  coun- 
terpart of  all  icork  done  or  value  supplied  in  the  deposits  at 
the  banking  account,  and  if  he  would  see  in  other  cases 
‘^that  the  obligation  to  pay  is  admitted,”  he  must  be  able 
prospectively  to  trace  the  same  result. 

We  now  approach  the  second  division,  the  importance 
of  wdiich  must  be  strongly  urged.  It  is  to  see  “ That  all 
monies  which  are  received  are  properly  carried  to  account, 
both  as  regards  persons  and  things.”  It  is  not  always  that 
the  intervention  of  persons  in  the  receipt  of  money  re- 
quires to  be  recorded  in  the  books ; where  it  is  it  should  be 
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I seen  tliat  the  individual  is  duly  credited,  and  that  the 

amount  corresponds  'vvith  the  sum  standing  at  his  debit. 
Nor,  on  the  other  hand^  (as  in  eurrent  accounts  of  bank- 
ers,) is  anything  further  required  in  certain  cases  than  the 
pers(  tnal  record ; and  this  it  may  be  said,  incidentally,  is 
an  0(  ;easion  wherein,  although  money  is  received,  it  was  not, 
in  the  sense  of  the  preceding  division,  due,  but  such  a 
parti  ally  exceptional  case  neither  calls  for  a separate  defi- 
nitioa  nor  explanation,  although  demanding,  equally  with  all 
mon  ,'tary  transaetions,  the  attention  of  an  auditor.  Personal 
aecounts,  then,  must  be  kept  in  ample  detail,  or  we  should 
not  liave  the  same  ready  means  of  ascertaining  our  assets 
and  labilities  with  accuracy,  and  an  important  link  of  cer- 
tain )i’ocesses,  needful  under  the  preceding  and  subsequent 
heads,  will  be  wanting.  But  this  is  so  obvious,  that  not 
anot  ler  word  of  reeommendation  upon  its  utility  can  be 
required:  we,  therefore,  pass  at  once  to  enforce  the  necessity 
of  s leeial  attention  being  given  to  the  descriptions  of  ac- 
cour  ts  which  form  the  credit  oti profit  and  loss  more  especially. 
Tf  tl  esc  are  ably  conducted,  and  with  particular  regard  to 
thei]  purpose,  which  is,  to  unfold  the  various  sources  of  re- 
ceip1 , they  prove  a most  invaluable  agent  of  successful  man- 
ager lent,  and  as  such  it  is  incumbent  upon  Audit  to  note  and 
aid  tlieir  efficiency.  How  much  would  be  gained  if  kindred 
undertakings  were  agreed  upon  such  points.  The  ruling 
idea  should  be,  to  expose  the  essential  features  of  the  trade  ; 
an  efficient  audit  cannot  be  otherwise  conducted.  We 
wish  to  be  informed  wherein  money  is  earned:  we  shall 
then  be  able — we  who  know  the  trade,  and  many  among 
ns  will  be  thus  intimate  with  its  peculiarities, — whether 
these  sources  receive  proper  attention  and  encouragement. 
An  auditor  must,  if  he  would  be  equal  to  his  vocation, 
acqu  ire  the  ability  to  diseriminate  in  the  manner  here  im- 
pliec . Mueh  play  of  detail  and  considerable  technical 
knowledge  may  be  demanded,  but  the  result  in  increased 
reve  rue  will  amply  recompense  us.  If  this  particular  point 
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only  received  the  attention  which  is  so  eminently  due  to  it, 
— if  railways,  if  banks,  if  mines  would  but  put  their  heads 
together  and,  by  consent,  determine  the  form  in  which 
their  varying  successes  shall  be  registered,  and  what,  in  a 
general  way,  belongs  to  each  account,  the  opportunities  for 
comparison  of  results,  of  like  with  like,^^  which  would  be 
tims  afforded,  would  make  the  most  ignorant  practically 
wise,  would  permit  of  no  latent  resources  being  carelessly 
ignored,  or  only  unskilfully  developed.  ]\Iake  it  your  duty, 
therefore,  Mr.  A uditor,  to  see  to  this ; we  can  afford  to 
pay  for  the  needful  appliances  for  efficiency  in  your  office, 
it  will  be  the  most  productive  of  our  expenditure;  but  do 
not  stand  in  the  way.  Accepting  the  office  and  the  emolu- 
ment whieh  we  willingly  make  ample,  give  us  these 
opportunities  of  judging  of  the  devotion  and  suceess  of 
our  managers. 

Such,  briefly,  is  our  explanation  of  the  second  office  of 
Audit,  to  be  practised  in  eonj  unction  with  the  first ; and 
with,  and  by  both,  we  encompass  every  question  affecting 
the  interests  of  Joint-Stock  Companies  in  the  department 
of  receipts. 

We  pursue  the  subjeet  by  direeting  attention 
to  the  many  highly  consequential  considerations  involved 
in  the  paijment  of  money;  with  respeet  to  which  the 
definition  affirms  the  first  duty  of  an  auditor  to  be,  to  see 
“ That  all  monies  whieh  have  been  paid,  should  have  been 
paid.^^ 

To  determine  whether  a payment  should  have  been 
made,  is  to  determine  that  it  was  actually  and  fairly  due, 
for  benefits,  goods,  or  some  description  of  value  reeeived. 
This  neeessitates,  firstly,  very  careful  reflection  and 
inquiry,  upon  the  nature  and  character  of  the  arrange- 
ments in  praetice,  with  reference  to  the  certificate,  upon 
whieh  payment  is  made  ; and,  thereupon,  in  a ministerial 
way,  examining  the  accounts  with  the  special  view  of 
securing  unfailing  adherence  to  the  preseribed  forms. 
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The  nature  and  character  of  the  opinion  given,  (in  the 
simple  guise  of  signature  to  a claim)  is  of  such  moment 
that  heavy  fees  will  sometimes  be  paid  to  ensure  its 
hone  stv. 

V 

If  the  certificate  is  given  for  goods  supjilied,  it  should 
mean  that  the  details  in  respect  to  order,  delivery,  price, 
qualty,  and  use,  are  of  such  stringency,  and  permit  of 
such  application,  as  to  make  fraud  upon  these  points,  or 
any  )f  them,  very  difficult  and  hazardous  j and,  therefore, 
impiobable.  Docs  the  certificate  mean  all  this  ? If  not, 
it  is  3ssentially  weak  and  inoperative.  Whereinsoever  the 
deficiency  lies,  there  loss  may  be  expected. 

It  may  be,  it  will  commonly  occur,  that  the  goods  are 
received  into  stock,  and  will  be  consumed  long  subsequent 
to  tl  e original  delivery  ; or,  it  may  he,  that  they  are  ap- 
prop  dated  in  the  manufacture  of  other  goods,  needful  for 
the  purposes  of  the  undertaking;  in  such  cases,  it  must 
be  ri'inembcred  that  continued  check  and  counter-check 
are  mperative,  if  abuse,  misappropriation  or  waste,  is  to 
be  p ’evented ; and  upon  the  efficiency  of  these  precautions 
it  is  the  duty  of  Audit  to  judge,  by  occasional,  detailed, 
exan  illation  of  their  working  and  force.  There  is,  in 
such  subordinate  or  secondary  incidents,  much  elementary 
advaitage.  If  judiciously  evolved  to  their  full  uses,  they 
become  only  so  many  more  checks  upon  the  original 
claim ; and,  in  that  respect,  are  not  to  be  despised,  if  we 
look  for  prosperity.  Goods  are  money,  and  you  may  as 
well  throw  away  the  one  as  the  other ; or  openly  and 
avou  edly  give  away  the  one  as  pay  extravagantly  for,  or 
misa  ipropriate,  the  other.  A private  individual  watches 
this  branch  of  his  business  thus  narrowly ; so  should 
joint-stock  companies  ; so,  therefore,  should  their 
audii  ors. 

Bi  t again,  the  claim  may  be  for  work  performed,  or 
gene  ml  services  rendered ; and  here  tlie  question  of  price 
and  quality  are  most  essential.  It  is  very  important  in 
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such  cases,  to  seize  upon  and  apply  every  indirect  proof 
within  your  reach,  of  the  fairness  and  justice  of  the  certifi- 
cate before  you.  This  closeness  of  supervision  is  quite 
indispensable  in  large  matters — in  extensive  contract  work 
in  buildings,  or  repairs ; when  an  auditor  may,  with- 
out offence,  urge  the  necessity  of  independent  professional 
testimony.  Character  is  a very  treacherous  thing,  and  our 
reliance  upon  it  simply  must  be  very  limited.  So  far  as 
acceptanee  of  the  certificate  of  a paid  officer,  involves  con- 
fidenee  in  his  integrity,  we  must  needs  entertain  it;  but 
there  is  great  risk  in  placing  implicit  faith  in  its  honesty. 
1 our  hesitation ; the  very  knowledge  (which  will  spread) 
of  the  vigilance  of  the  Audit  in  this  respect,  will  very  much 
mitigate  your  labours;  as  nothing  would  so  much  en- 
courage fraud,  or  test  the  metal  of  the  most  honest  man, 
as  to  feel  that  the  bargains  he  is  making  begin  and  end 
with  himself  and  the  contractors.  In  such  case,  if,  by 
mutual  consent,  a certain  margin  is  permitted  in  the 
account,  for  an  easily  understood  purpose,  why  open  our 
eyes  in  astonishment?  Unquestionably  this  is  a most 
difficult  portion  of  the  question  before  us;  but  it  is  not 
therefore  to  be  evaded ; and  the  object  here  is  not  so  much 
to  point  out  the  way  (although  occasionally  hints  are 
given)  as  fully  to  describe  the  meaning  of  an  auditors 
duty,  when  judging  whether  payments  which  have  been 
made,  should  have  been  made.^^  Collusion  assumes  so 
many  forms,  is  so  common,  and  so  difficult  of  detection, 
except  by  rigid  perseverance  in  detailed  enquiry,  that 
while  insisting  upon  the  full  maintenance  of  certain  well- 
tried  forms  of  certificate,  an  auditor  must  grasp  extraneous 
aid  in  every  available  direction.  The  form  of  certificate 
being  determined,  there  will  be  no  objection,  as  a general 
rule,  to  confining  Audit  to  a simple  examination  of 
vouchers,  to  the  extent  of  bare  compliance,  with  pre- 
determined arrangements ; but  if  these  are  to  retain 
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vitalitVj  let  their  meaning  be  occasionally  enforced  and 
their  value  demonstrated  and  felt. 

Tlicre  is  another  class  of  payments  to  be  described  as 
inves  ments.  With  little  modification  the  same  general 
rule  of  receiving  value  for  money,  applies  here;  the  safety 
of  th' ; deposit  or  purchase,  must  admit  of  no  question,  and 
its  pi  obable  productiveness  must  be  apparent ; the  value 
on  tl]  is  occasion  being  the  security  obtained. 

That  an  auditor  may  be  assured  that  a payment  is 
properly  made,  it  is  necessary  further,  that  he  should 
satisfy^  himself  that  due  precaution  is  taken  against  double 
payment;  and  with  reference  to  this  point,  Ave  touch  the 
conclading  clause  of  our  third  division,  speaking  to  the 
need  of  seeing  “ That  payments  are  legally  acknowledged.^^ 
Frauil  in  this  form  is  not  common ; generally  it  would  be 
too  i luocent  and  superficial,  although  inattention  to  the 
possibility  of  its  occurrence  may  be  the  immediate  cause 
of  pioducing  instances  of  it;  and  this  probably  Avithout 
dishonesty,  except  in  the  agent.  Payment  may  be  made 
and  lot  received  by  the  person  to  whom  it  is  due,  and 
may  be  redemanded.  It  is,  therefore,  obviously  necessary 
that  such  a course  of  examination  should  be  adopted  as 
Avill  avert  the  risk  of  loss  in  such  manner.  The  labour  in 
this  1 ranch  of  inquiry  Avill  be  comparative!}'  light,  if,  as  is 
usual,  fixed  periods  of  payment  are  appointed ; it  may  then 
be  taken  as  proA'ed,  that  claims  bearing  date  subsequent  to 
prece  ling  general  settlement  are  correct,  if  duly  certified ; 
but  n all  other  cases  it  is  of  importance  to  inquire 
speciilly,  and  to  folloAV  each  instance  through,  that  you 
may  ])e  personally  satisfied  upon  this  particular  point.  An 
audit  ir^s  labours,  when  revicAving  payments,  Avill  be  much 
facilil  ated  by  insisting  invariably  upon  the  presentation  of 
accounts  in  full  detail  as  to  dates,  quantity,  or  other 
descr  ption  of  value,  and  price.  If  then,  he  is  fully  satis- 
fied That  monies  which  have  been  paid,  should  have  been 
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paid,  and  are  legally  acknoA\ledged,^^  he  should  adopt 
some  form  of  stamp  or  other  mark,  indicative  of  the  same 
haA'ing  passed  tiie  ordeal  of  audit. 

In  fine,  as  Avas  said  in  closing  the  corresponding  diA'ision 
of  this  question,  under  the  head  of  receipts,  it  is  the  duty 
of  Audit  to  trace  the  counterpart  of  all  drawings  from  the 
hanking  account  in  value  received. 

With  reference  to  the  fourth  section  of  our  definition,  it 
is  scarcely  needful  to  do  more  than  refer  to  the  parallel 
case,  already  elucidated,  Avhen  explaining  the  second.  The 
Avhole  of  those  remarks  might  be  reproduced  with  pertinent 
application  here.  The  same  rules  and  leading  principles 
are  best  calculated  to  proA'ide  for  correct  description  of 
expenditure,  as  proA’^e  most  efficacious  and  comprehensiA'e 
for  income.  The  description  or  heads  of  account  must  be 
directed  to  the  ultimate  purpose  of  the  expenditure,  suffi- 
ciently in  detail  to  permit  ready  examination  of  the  items, 
and  to  avoid  any  incongruity  of  appropriation,  but  not 
diffuse  enough  to  bcAvilder  any  inquirer. 

It  will,  again,  also  be  of  the  first  importance  for  kindred 
establishments  to  work  upon  an  approved  general  system. 
The  sun  Avbll  shine,  bevond  a doubt,  on  the  dav  which  sees 
this  accomplished,  and  places  the  expenditure  of  public 
companies  so  satisfactorily  Avithin  the  ken  of  the  pro- 
prietors. Things  are  what  they  are,  mostly,  by  compa- 
rison; and  what  is  wanted  in  forming  a judgment  is, 
sufficient  data,  upon  Avhich  to  indulge  the  “ odious  ” pro- 
pensity, common  to  us,  of  making  them.  If  there  are  then 
discovered  any  relatiA'ely  great  excesses  in  special  cases, 
the  “ reason  why  ” must  be  supplied ; and  under  the  force 
of  such  pressure,  something  like  a fair  and  full  net  reve- 
nue will,  most  probably,  be  forthcoming.  To  accomplish 
this  (in  the  words  previously  employed)  is  the  function  of 
management ; while  it  is  the  bounden  obligation  of  Audit 
to  supervise  such  details,  and,  in  case  of  need,  or  confusion, 
to  af^vise,  that  expenditure  may  be  properly  carried  to 


IG 


acccunt.^^  It  will  occur,  as  we  have  seen,  that  payments 
maj  be  made  without  incurring  expense,  (in  the  sense  here 
adojited)  the  outlay  may  be  represented  b}' goods  in  stock, 
and  so  far  no  purpose  is  accomplished.  In  the  interim, 
let  :his  stock  be  debited  to  some  preliminary  account ; 
and.  when  used,  its  application  duly  recorded. 

Probably,  it  is  scarcely  necessary  to  do  more  than  sim- 
ply  ’efer  to  the  clause  requiring  an  aiidito]'  to  see  that  the 
indi  ndual  to  whom  payment  is  made,  is  duly  charged 
therewith,  and  that  the  amount  corresponds  with  his 
claim  to  date. 

Ii  may  be  desirable  here  to  observe,  that  in  speaking  of 
the  receipt  or  payment  of  money  only,  w’e  do  not  intend 
to  e:Lclude  other  elements  of  value ; claim  may  be  met  by 
coui  .ter-claim,  and  an  auditor  will,  of  course,  have  a regard 
to  the  spirit  of  his  office,  as  here  described,  so  far  as  to 
revi  se  all  claims,  whether  cash  actually  passes  or  not ; 
this  however,  becomes  unavoidable  when  w^e  proceed  to 
speak,  as  it  now  only  remains  to  do,  of  the  necessity  of 
seei]  ig That  the  results  exhibited  in  the  Balance  sheet 
conlorm  to  the  facts  (previously)  established,^^  as  the 
croT  ning  act  of  an  auditor's  investigations. 

Clearly  this  is  unayoidable,  or  the  most  elaborate  net- 
work  of  research  and  reyision  may  be  quietly  overridden, 
and  lamentable  consequences  ensue.  To  accomplish  this, 
does  not  mean  that  an  auditor  should  himself  make  every 
addition,  and  balance  every  account,  because,  if  results 
correspond,  in  a correct  system  of  book-keeping,  this  must 
be  p’operly  done ; but  it  will  be  desirable  to  check  the 
pr  )of  balance  wdth  the  ledger,  and  thereafter  to  test 
the  iccuracy  of  the  individual  balances,  both  of  asset  and 
liability,  by  a careful  examination  of  the  items  seriatim; 
and  the  Cash  in  particular.  And  if  he  would  avoid  extreme 
difficulty  in  this  last  service,  he  will,  of  course,  have 
ado}'ted,  in  all  his  previous  proceedings,  certain  forms  and 
records  which  will  be  evidence  to  him  that  his  audit  has 
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extended  to  the  several  accounts  before  him,  and  will 
know  now  precisely  how'  far  prudence  and  safety  require 
him  to  go. 

It  will,  then,  be  necessary  to  bestow  some  attention 
upon  the  form  in  which  the  figures  are  grouped  for  presen- 
tation If  the  audit  has  been  hitherto  ably  and  carefully 
conducted,  this  will  be  an  easy  matter,  and  will  consist  in 
a mere  transcript  of  the  ledger  accounts  in  the  order  of  simi- 
larity, that  the  course  and  purpose  of  the  same  may  clearly 
appear.  Much  remains  to  l)e  accomplished  in  this  direc- 
tion, but  its  attainment  will  be  the  very  perfection  of  Audit; 
there  should  be  simplicity  and  completeness,  combining 
the  definite  exposure  of  all  the  specialties  of  the  under- 
taking, witli  unfailing  regard  to  propriet}^  of  arrangement. 
This  is  the  art  of  account-keeping  “ made  casy^^  to  the 
million ; whereby  the  office  of  auditor  is  extended  to  the 
whole  proprietory  body,  and  whereby  corresponding  advan- 
tages accrue.  An  auditor  should  admit  it  as  a special 
duty  of  great  consequence,  to  insist  invariably  upon 
the  accounts  for  presentation  being  modelled  in  such 
manner  that  one  general  balance-sheet,  with  a special 
statement  of  “profit  and  loss,^"  should  clearly  exhibit 
all  results.  Further  than  this,  nothing  should  be  sub- 
mitted except  as  explanatory  and  supplementary.  In 
this  respect  the  most  ample  detail,  consistent  with  in- 
telligible purpose  and  economy,  should  be  encouraged. 
The  more  pointed  such  statements,  the  greater  will  be 
their  utility  to  the  management,  and  in  the  confidence 
they  will  create  by  the  candour  and  freedom  they  evince, 
will  be  found  an  additional  element  of  success.  Mliy 
enlarge  upon  such  topics  when  “ explaining  audit  Be- 
cause they  are  so  many  handmaids  to  its  efficient  exercise, 
and  because,  more  than  anything  else  that  could  be  said, 
they  teach  its  purposes.  jMore  than  once,  w'e  have  been 
apprehensive  of  straying  from  the  subject,  or  exposing 
ourselves  to  the  charge  of  tautology,  and  would  now  pro- 
pitiate the  reader  in  that  respect.  Tlie  several  offices 
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which,  united,  constitute  Audit,  have  been  separated  for  the 
purpose  of  producing  clear  views  of  its  nature  aud  scope 
in  all  its  bearings;  when,  however,  it  is  clearly  understood, 
it  is  not  required  that  each  shall  be  separately  practised ; 
one  duty  may  be  found  so  to  merge  into  another  that  the 
perf(  irmance  of  both  is  necessarily  accomplished  by  a single 
process;  and,  while  expatiating,  as  we  haye  done,  upon 
each  and  all,  if  any  repetition  has  occurred,  we  must  pray 
to  b3  excused,  in  yiew  of  our  object.  It  is  possible  that 
othe:’  obseryations  may  wear  the  complexion  of  having 
ratio  ;r  more  direct  reference  to  an  administrator’s  duties 
than  to  those  of  an  auditor;  but  this,  upon  reflection, 
it  w 11  be  allowed  was  unavoidable,  when  it  is  fairly  consi- 
dere  1 that  it  is  the  office  of  the  latter  to  follow  up  the 
dailj  walk  of  the  former. 

Finally,  the  auditor  should  accompany  his  certificate  of 
the  iccuracv  of  the  accounts  rendered,  with  a report  of 
\l\'&  j.roceedings.  Having  adjusted  their  tenor  to  the  pur- 
pose of  his  appointment,  being  himself  assured  of  the  suffi- 
cienoy  of  his  means  to  his  end  ; having  a conviction  that  if 
mon  3V  was  due  and  not  received,  he  would  know  it ; that 
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if  maney  w^as  paid,  which  should  not  hav(5  been  paid,  he 
W'ou]  d know  it ; and  so,  through  the  entire  task  entrusted 
to  him,  he  presents  himself  to  his  proprietary  as  a man  of 
facts , prepared  to  say,  not  merely  that  he  has  examined,  and 
founl  correct,  certain  submitted  statements,  but  how  and 
ivhal  he  has  examined,  and  wherefore  he  says  correct.” 
Herdii  reform  is  loudly  called  for.  There  is  really 
no  value,  in  the  majority  of  the  stereotyj)ed  certificates, 
rendsred  by  parrot  auditors;  if,  however,  it  were  made 
comjtulsory  upon  them,  (by  a form,  if  needful,)  to  set 
fortl  in  detail,  what  they  have  done,  and  how  they  have 
done  it ; in  point  of  fact, — pardon  the  inelegance  of  the 
phra  ie  in  presence  of  the  urgency  of  the  case — turn  our 
business  ‘^inside-out”  before  us,  w^e  should  scarcely 
requ.re  to  be  told  that  they  had  found  things  correct, 
because,  inevitably,  if  anything  had  been  wrong  it  would 
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have  been  detected,  or  we  should  convict  them  of  the 
inaptitude  of  their  means,  and  have  these  re-arranged.  And 
this  is  the  power  which  is  wanted ; whereas,  if  we  are 
tortured  with  the  simple  word  correct,”  nobody  knows 
the  meaning  or  value  of  it,  and  the  acceptance  of  any 
little  bill  so  endorsed  should  be  respectfully  but  firmly 
declined.”  We  might,  indeed,  by  way  of  final  experiment 
with  this  model  word,  spell  it  the  other  way ; but  failing 
to  extract  any  sense  from  it  in  this  form,  we  shall  act 
most  wisely  never  again  to  suffer  it  to  '‘"walk  alone.” 

We  have  thus  indicated,  as  explicitly  as  the  general 
character  of  the  subject  will  admit,  the  meaning,  obliga- 
tion, and  purpose  of  Audit ; and,  it  is  believed,  (although 
that  is  not  part  of  the  title,)  illustrated  the  need  of  its 
adoption  in  full  integrity,  if  honesty  and  successful  ad- 
ministration are  to  be  attained  and  secured,  and  their  re- 
sults diffused  ; and  would  now  crave  permission  humbly  to 
submit  that  all  interested  in  the  fair  practice  of  the  office 
of  audit  are  hereby  sufficiently  inducted  in  the  rudiments 
of  the  science  to  render  neglect  of  its  capabilities  a 
presumptuous  and  inexcusable  sin  indeed,  Lnder  no 
circumstance  can  it  be  more  usefully  applied,  nowhere  is 
vigilance  more  needed,  than  in  the  formation  of  companies, 
in  subscriptions  upon  shares,  in  preliminary  expenses,  and, 
it  may  be,  the  expenditure  of  gigantic  sums  of  money  in 
the  purchase  or  construction  of  works,  buildings,  or  goods. 
“ Every  hundred  pounds  sunk  is  five  pounds  per  annum 
lost”  is  a wholesome  little  truth,  and  is  of  most  use  on  these 
occasions  if  it  induces  close  criticism  upon  such  outlay. 

The  subject  might  now  be  closed  if  confined  strictly  to 
a definition  and  explanation  of  Audit ; but  we  beg  to  be 
permitted,  without  discussing  the  question  of  agency  fully, 
the  qualifications  needed  in  an  auditor,  besides  information 
upon  the  purpose  of  his  appointment,  the  mode  or  dura- 
tion of  this,  the  relative  efficiency  of  boards  or  individuals, 
professional  or  amateur  auditors,  concurrent  or  intermittent 
audit,  to  urge  one  caution  when  the  appointment  of  an 
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auc  itor  is  under  consideration.  There  is  essential  and  in- 
variable need  of  two  things;  an  intimate  knowledge  of 
book-keeping,  and  an  affable,  unvarying  courtesy  of  do- 
me mour.  If  it  were  less  the  practice  to  appoint  indivi- 
duj  Is  to  the  office  who  are  deficient  in  these  qualifications, 
there  would  be  no  excuse  for  this  partly  irrelevant  observa- 
tio]i,  but  it  is  common.  There  is  something  so  conspicu- 
ously foolish — may  it  be  said,  funny? — in  an  auditor  un- 
acc  uainted  with  accounts,  that  it  must  be  doubted  whether, 
in  .inch  case,  those  nominating  him  to  the  office  are  suffi- 
cieitly  amenable  to  reason  to  bear  rebuke;  but  share- 
holders may  be  easily  deceived  in  respect  of  the  personal 
chi  racter  of  the  man  of  their  choice.^’  Yet  it  is  of  con- 
sid  irable  moment.  The  office  is  a most  delicate  one,  re- 
quiring great  temper  and  discretion.  Injudicious,  hasty, 
pas  sionate  men  may  become  so  offensive,  that  the  able  and 
honestly-disposed  either  quit  the  service,  or  retaliate  by  a 
soit  of  negative  resistance  to  the  audit  itself.  An  auditor 
having  mastered  his  duty  and  decided  upon  the  necessary 
means,  must,  truly  enough,  unshrinkingly  persist  in  its 
ex(  cution ; but  never  in  such  manner,  gratuitously  or  care- 
lesiily,  to  insult  any  officer.  The  obligations  of  the  office 
mi]  st  be  met  in  furtherance  of  urgent  public  duty,  and  in 
viev  of  that  purpose  surely  it  can  be  amicably  performed. 
Not  that  any  form  of  cringing  is  permissible  either. 
Wl  lile  a proper  sense  of  the  delicacy  of  the  task  should 
ind  uce  the  appointment  of  a gentleman  to  prosecute  it,  its 
absolute  necessities  are  such  that  there  must  be  no  respect 
of  persons.  If,  in  misplaced  confidence,  any  particular 
de]  lartment  is  exempted  from  scrutiny  and  control,  it  would 
be  but  a needless  parade  of  evidence  to  refer  to  facts  in 
proof  of  the  probability  that  therein  the  seeds  are  already 
so\'  n,  whose  fruits  will  convict  that  auditor  of  aiding  and 
abetting  the  despoliation  of  widows  and  orphans.” 
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